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PART 1

Item 1. Business

Apollo Investment Corporation

Apollo Investment Corporation (‘“Apollo Investment,” “Company,” “AlIC,” “we,” “us,” and “our”), a Maryland corporation
organized on February 2, 2004, is a closed-end, externally managed, non-diversified management investment

company that has elected to be treated as a business development company (“BDC”) under the Investment Company Act
of 1940 (the “1940 Act”). In addition, for tax purposes we have elected to be treated as a regulated investment company
(“RIC”), under the Internal Revenue Code of 1986, as amended (the “Code”).

Our investment objective is to generate current income and capital appreciation through our debt and equity
investments. We invest primarily in various forms of debt investments including secured and unsecured loans,
mezzanine investments and/or equity in private U.S. middle-market companies. We may also invest in the securities

of public companies and structured products such as collateralized loan obligations ("CLOs") and credit-linked notes
("CLNs").

Our portfolio is comprised primarily of investments in debt, including secured, unsecured and mezzanine debt of U.S.
private middle-market companies that, in the case of senior secured loans, generally are not broadly syndicated and
whose aggregate tranche size is less than $250 million. Our portfolio also includes equity interests such as common
stock, preferred stock, warrants or options. In this Form 10-K, we use the term “middle-market” to refer to companies
with annual revenues between $50 million and $2 billion. While our investment objective is to generate current

income and capital appreciation through investments in U.S. secured and unsecured loans, other debt securities and
equity, we may also invest a portion of the portfolio in other investment opportunities, including foreign securities and
structured products. Most of the debt instruments we invest in are unrated or rated below investment grade, which is
often an indication of size, credit worthiness and speculative nature relative to the capacity of the borrower to pay
interest and principal.

Apollo Investment Management, L.P. (““AIM”) is our investment adviser and an affiliate of Apollo Global Management,
LLC and its consolidated subsidiaries (“AGM”). AGM and other affiliates manage other funds that may have investment
mandates that are similar, in whole or in part, with ours. AIM and its affiliates may determine that an investment is
appropriate both for us and for one or more of those other funds. In such event, depending on the availability of such
investment and other appropriate factors, AIM may determine that we should invest on a side-by-side basis with one

or more other funds. We make all such investments subject to compliance with applicable regulations and
interpretations, and our allocation procedures. In certain circumstances negotiated co-investments may be made only

if we receive an order from the SEC permitting us to do so. There can be no assurance that any such order will be
obtained.

During our fiscal year ended March 31, 2014, we invested $2.8 billion across 81 new and 81 existing portfolio
companies through a combination of primary and secondary debt investments. This compares to $1.5 billion across 49
new and 36 existing portfolio companies for the previous fiscal year ended March 31, 2013. Investments sold or

repaid during the fiscal year ended March 31, 2014 totaled $2.3 billion versus $1.3 billion for the fiscal year ended
March 31, 2013. The weighted average yields on our secured debt portfolio, unsecured debt portfolio and total debt
portfolio as of March 31, 2014 at our current cost basis were 10.8%, 11.5% and 11.1%, respectively. At March 31,
2013, the yields were 11.2%, 12.7% and 11.9%, respectively.

At March 31, 2014, our portfolio consisted of 111 portfolio companies and was invested 56% in secured debt, 27% in
unsecured debt, 6% in structured products and other, 3% in preferred equity and 8% in common equity and warrants
measured at fair value versus 81 portfolio companies invested 44% in secured debt, 43% in unsecured debt, 7% in
structured products and other, 0% in preferred equity and 6% in common equity and warrants at March 31, 2013.

Since the initial public offering of Apollo Investment in April 2004 and through March 31, 2014, invested capital
totaled $13.1 billion in 291 portfolio companies. Over the same period, Apollo Investment completed transactions

with more than 100 different financial sponsors.

At March 31, 2014, 58% or $1.7 billion of our income-bearing investment portfolio is fixed rate debt and 42% or $1.3
billion is floating rate debt, measured at fair value. On a cost basis, 58% or $1.7 billion of our income-bearing
investment portfolio is fixed rate debt and 42% or $1.2 billion is floating rate debt. At March 31, 2013, 64% or $1.6

<
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billion of our income-bearing investment portfolio was fixed rate debt and 36% or $0.9 billion was floating rate debt.
On a cost basis, 65% or $1.6 billion of our income-bearing investment portfolio was fixed rate debt and 35% or $0.9
billion was floating rate debt.

Apollo Investment Management, L.P.

AIM, our investment adviser, is led by John Hannan, James Zelter and Edward Goldthorpe. Potential investment
opportunities are generally approved by an investment committee composed of senior personnel across AGM
including Mr. Zelter and Mr.
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Goldthorpe. The composition of the investment committee and its approval process for the Company’s investments
may change from time to time. AIM draws upon AGM’s more than 20 year history and benefits from the broader firm’s
significant capital markets, trading and research expertise developed through investments in over 150 companies since
inception.

Apollo Investment Administration

In addition to furnishing us with office facilities, equipment, and clerical, bookkeeping and record keeping services,
Apollo Investment Administration, LLC (“AIA” or “Apollo Administration”), an affiliate of AGM, also oversees our
financial records as well as prepares our reports to stockholders and reports filed with the SEC. AIA also performs the
calculation and publication of our net asset value, the payment of our expenses and oversees the performance of
various third-party service providers and the preparation and filing of our tax returns. Furthermore, AIA provides on
our behalf managerial assistance to those portfolio companies to which we are required to provide such assistance.
Operating and Regulatory Structure

Our investment activities are managed by AIM and supervised by our board of directors, a majority of whom are
independent of AGM and its affiliates. AIM is an investment adviser that is registered under the Investment Advisers
Act of 1940. Under our investment advisory and management agreement, we pay AIM an annual base management
fee based on our average gross assets as well as an incentive fee.

As a business development company, we are required to comply with certain regulatory requirements. Also, while we
are permitted to finance investments using debt, our ability to use debt is limited in certain significant respects (see
Item 1A Risk Factors). We have elected to be treated for federal income tax purposes as a RIC under Subchapter M of
the Code.

Investments

Apollo Investment seeks to create a portfolio that includes primarily debt investments including secured loans,
unsecured and mezzanine loans and, to a lesser extent, equity investments by investing, on an individual portfolio
company basis, approximately $20 million to $250 million of capital in the securities of U.S. middle-market
companies, as well as structured products such as CLOs. The average investment size may vary as the size of our
capital base varies. Our target portfolio consists primarily of long-term secured debt, as well as unsecured and
mezzanine positions of private middle-market companies. Structurally, unsecured and mezzanine debt usually ranks
subordinate in priority of payment to senior debt, such as bank debt, and is characterized as unsecured. As such, other
creditors may rank senior to us in the event of an insolvency.

However, unsecured and mezzanine debt ranks senior to common and preferred equity in a borrowers’ capital
structure. Unsecured and mezzanine debt may have a fixed or floating interest rate. We may also generate revenue in
the form of commitment, origination, structuring fees, fees for providing managerial assistance and, if applicable,
consulting fees, etc. We may also invest in debt and equity positions of structured products, such as CLOs. CLOs are a
form of securitization in which generally the cash flows of a portfolio of loans are pooled and passed on to different
classes of owners in various tranches.

Our principal focus is to provide capital to middle-market companies in a variety of industries. We generally seek to
target companies that generate positive free cash flows or that may support debt investments with strong asset
coverage, and we may provide debtor-in-possession or reserve financing. Additionally, we may acquire investments in
the secondary market if we believe the risk-adjusted returns are attractive.
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The following is a representative list of the industries in which we have invested:
* Aerospace and Defense ¢ Consumer Products * Environmental Services ¢ Media

* Containers, Packaging and

e Auto Sector * Financial Services * Mining
Glass

¢ Aviation * Distribution * Grocery ¢ Oil and Gas
» Beverage, Food and * Diversified Investment Vehicle « Healthcare * Packaging
Tobacco
* Broadcasting & * Diversified Natural Resources, : H01.‘ne.and Office

. . . Furnishings and Durable * Restaurants
Entertainment Precious Metals and Minerals

Consumer Products

* Hotels, Motels, Inns and

* Buildings and Real Estate e Diversified Service Gaming * Retail

* Business Services * Education * Insurance * Telecommunications
* Cargo Transport * Electronics * Leisure * Transportation

* Chemicals * Energy * Manufacturing

We may also invest in other industries if we are presented with attractive opportunities. In an effort to increase our
returns and the number of investments that we can make, we may in the future seek to securitize our debt investments.
To securitize debt investments, we may create a wholly owned subsidiary and contribute a pool of loans to the
subsidiary. We may sell debt of or interests in the subsidiary on a non-recourse basis to purchasers whom we would
expect to be willing to accept a lower interest rate to invest in investment-grade securities. We may use the proceeds
of such sales to reduce indebtedness or to fund additional investments. We may also invest through special purpose
entities or other arrangements, including total return swaps and repurchase agreements, in order to obtain non-recourse
financing or for other purposes.

We may invest, to the extent permitted by law, in the securities and instruments of other investment companies and in
private funds. We may also co-invest on a concurrent basis with affiliates of ours, subject to compliance with
applicable regulations and our allocation procedures. Certain types of negotiated co-investments may be made only if
we receive an order from the SEC permitting us to do so. There can be no assurance that any such order will be
obtained.

At March 31, 2014, our portfolio consisted of 111 portfolio companies and was invested 56% in secured debt, 27% in
unsecured debt, 6% in structured products and other, 3% in preferred equity and 8% in common equity and warrants
measured at fair value. We expect that our portfolio will continue to include primarily secured and unsecured debt
investments as well as, to a lesser extent, equity-related securities. In addition, we also expect to invest a portion of
our portfolio in other investments, which are not our primary focus, but are intended to enhance our risk-adjusted
returns to stockholders. These investments may include, but are not limited to, securities of public companies, debt
and equity securities of companies located outside of the United States and structured products.

3
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Listed below are our top ten portfolio companies and industries based on their fair value and represented as a
percentage of the portfolio for the fiscal years ended March 31, 2014 and 2013:
TOP TEN PORTFOLIO COMPANIES AND INDUSTRIES AS OF MARCH 31, 2014

PORTFOLIO COMPANY % of Portfolio INDUSTRY % of Portfolio
Merx Aviation Finance Holdings II, LLC 12.2% Business Services 14.6%
U.S. Security Associates Holdings, Inc. 4.0% Aviation 12.2%
Playpower Holdings, Inc. 3.0% Oil and Gas 11.8%
inVentiv Health, Inc. 2.8% Financial Services 7.4%
Kronos, Inc. 2.8% Healthcare 6.6%
First Data Corp. 2.7% Diversified Investment Vehicle 5.5%
Asurion Corporation 2.7% Distribution 4.9%
Ceridian Corp. 2.6% Chemicals 4.2%
Miller Energy Resources, Inc. 2.5% Diversified Service 3.7%
Accelerate Parent Corp. (American Tire) 2.1% Insurance 3.5%

TOP TEN PORTFOLIO COMPANIES AND INDUSTRIES AS OF MARCH 31, 2013

PORTFOLIO COMPANY % of Portfolio INDUSTRY % of Portfolio
Ceridian Corp. 6.8% Business Services 12.1%
Ranpak Corp. 5.1% Diversified Service 11.1%
U.S. Security Associates Holdings, Inc.  4.9% Healthcare 10.2%
inVentiv Health, Inc. 4.9% Financial Services 7.0%
Merx Aviation Finance Holdings, LLC  4.8% Diversified Investment Vehicle 6.5%
Altegrity, Inc. 3.6% Packaging 5.1%
Playpower Holdings, Inc. 2.8% Aviation 4.8%
First Data Corp. 2.8% Transportation 4.6%
Aveta, Inc. 2.5% Oil & Gas 4.4%
Intelsat Bermuda Ltd. 2.4% Education 3.7%

Listed below is the geographic breakdown of the portfolio based on fair value as of March 31, 2014 and 2013:

% of Portfolio % of Portfolio
Geographic Region at March 31,  Geographic Region at March 31,
2014 2013
United States 92.8% United States 91.9%
Western Europe 5.3% Western Europe 6.7%
Cayman Islands 1.3% Cayman Islands 1.4%
Australia 0.6%
100.0% 100.0%

Investment selection & due diligence

We are committed to a value oriented philosophy of, among other things, capital preservation and commit resources to
managing risks associated with our investment portfolio. Our investment adviser conducts due diligence on
prospective portfolio companies. In conducting its due diligence, our investment adviser uses information provided by
the company and its management team, publicly available information, as well as information from their extensive
relationships with former and current management teams, consultants, competitors and investment bankers and the
direct experience of the senior partners of our affiliates.
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Our investment adviser’s due diligence will typically include:

review of historical and prospective financial information;

on-site visits;

tnterviews with management, employees, customers and vendors of the potential portfolio companys;

review of loan documents;

background checks; and

research relating to the company’s management, industry, markets, products and services, and competitors.

Upon the completion of due diligence and a decision to seek approval for an investment in a company, the
professionals leading the proposed investment generally present the investment opportunity to and seek approval from
the investment committee, which determines whether to pursue the potential investment. Additional due diligence
with respect to any investment may be conducted on our behalf by attorneys and accountants prior to the closing of
the investment, as well as other outside advisers, as appropriate.

Investment structure

Once we have determined that a prospective portfolio company is suitable for investment, we work with the
management of that company and its other capital providers, including senior, junior and equity capital providers, to
structure an investment.

We generally seek to structure our investments as secured loans with a direct lien on the assets or cash flows of the
company that provide for increased downside protection in the event of insolvency while maintaining attractive
risk-adjusted returns and current interest income. We generally seek for these secured loans to obtain security interests
in the assets of our portfolio companies that serve as collateral in support of the repayment of these loans. This
collateral may take the form of first or second priority liens on the assets of a portfolio company. In some cases, we
may enter into debt investments that, by their terms, convert into equity or additional debt securities or defer payments
(payment-in-kind ("PIK")) of interest after our investment. Also, in some cases our debt investments may be
collateralized by a subordinated lien on some or all of the assets of the borrower. Typically, our loans have maturities
of three to ten years.

We seek to tailor the terms of our investments to the facts and circumstances of the transaction and the prospective
portfolio company, negotiating a structure that protects our rights and manages our risk while creating incentives for
the portfolio company to achieve its business plan and improve its profitability. For example, in addition to seeking a
senior position in the capital structure of our portfolio companies, we seek to limit the downside potential of our
investments by:

requiring an expected total return on our investments (including both interest and potential equity appreciation) that
compensates us for credit risk;

eenerally incorporating call protection into the investment structure where possible; and

negotiating covenants and information rights in connection with our investments that afford our portfolio companies
flexibility in managing their businesses, but which are still consistent with our goal of preserving our capital. Such
restrictions may include affirmative and negative covenants, default penalties, lien protection, change of control
provisions and board rights, including either observation or participation rights. Our investments may include equity
features, such as warrants or options to buy a minority interest in the portfolio company. Any warrants we receive
With our debt securities generally require only a nominal cost to exercise, and thus, as a portfolio company appreciates
in value, we may achieve additional investment return from this equity interest. We may structure the warrants to
provide provisions protecting our rights as a minority-interest holder, as well as puts, or rights to sell such securities
back to the company, upon the occurrence of specified events. In many cases, we may also seek to obtain registration
rights in connection with these equity interests, which may include demand and “piggyback” registration rights.

We expect to hold most of our investments to maturity or repayment, but we may sell certain of our investments
sooner if a liquidity event takes place such as a sale or recapitalization or worsening of credit quality of a portfolio
company, among other reasons.

Ongoing relationships with portfolio companies

Monitoring
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AIM monitors our portfolio companies on an ongoing basis and also monitors the financial trends of each portfolio
company to determine if each is meeting its respective business plans and to assess the appropriate course of action for
each company. In addition, senior investment professionals of AIM may take board seats or obtain board observation
rights for our portfolio companies.
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AIM has several methods of evaluating and monitoring the performance and fair value of our investments, which can
include, but are not limited to, the assessment of success of the portfolio company in adhering to its business plan and
compliance with covenants; periodic and regular contact with portfolio company management and, if appropriate, the
financial or strategic sponsor, to discuss financial position, requirements and accomplishments; comparisons to other
portfolio companies in the industry; attendance at and participation in board meetings; and review of monthly and
quarterly financial statements and financial projections for portfolio companies.

AIM also uses an investment rating system to characterize and monitor our expected level of returns on each
investment in our portfolio. These ratings are just one of several factors that AIM uses to monitor our portfolio, but
they are not in and of themselves a determinative of fair value. AIM grades the credit risk of all investments on a scale
of 1 to 5 no less frequently than quarterly. This system is intended primarily to reflect the underlying risk of a
portfolio investment relative to our initial cost basis in respect of such portfolio investment (i.e., at the time of
acquisition), although it may also take into account under certain circumstances the performance of the portfolio
company’s business, the collateral coverage of the investment and other relevant factors.

Under this system, investments with a grade of 1 involve the least amount of risk to our initial cost basis. The trends
and risk factors for this investment since origination or acquisition are generally favorable, which may include the
performance of the portfolio company or a potential exit. Investments graded 2 involve a level of risk to our initial
cost basis that is similar to the level of risk underwritten at the time of origination or acquisition. This portfolio
company is generally performing in accordance with our analysis of its business and the full return of principal and
interest or dividend is expected. Investments graded 3 indicate that the risk to our ability to recoup the cost of such
investment has increased since origination or acquisition, but full return of principal and interest or dividend is
expected. A portfolio company with an investment grade of 3 requires closer monitoring. Investments graded 4
indicate that the risk to our ability to recoup the cost of such investment has increased significantly since origination
or acquisition, including as a result of factors such as declining performance and noncompliance with debt covenants,
and we expect some loss of interest, dividend or capital appreciation, but still expect an overall positive internal rate of
return on the investment. Investments graded 5 indicate that the risk to our ability to recoup the cost of such
investment has increased materially since origination or acquisition and the portfolio company likely has materially
declining performance. Loss of interest or dividend and some loss of principal investment is expected, which would
result in an overall negative internal rate of return on the investment. For investments graded 4 or 5, AIM enhances its
level of scrutiny over the monitoring of such portfolio company.

AIM monitors and, when appropriate, changes the investment ratings assigned to each investment in our portfolio. In
connection with our valuation process, AIM reviews these investment ratings on a quarterly basis, and our audit
committee monitors such ratings. It is possible that the grade of certain of these portfolio investments may be reduced
or increased over time.

Managerial assistance

As a BDC, we must offer, and must provide upon request, significant managerial assistance to certain of our portfolio
companies. This assistance could involve, among other things, monitoring the operations of our portfolio companies,
participating in board and management meetings, consulting with and advising officers of portfolio companies and
providing other organizational and financial guidance. We may receive fees for these services.

Valuation Process

The following is a description of the steps we take each quarter to determine the value of our portfolio. Our portfolio
of investments is recorded at fair value as determined in good faith by or under the direction of our board of directors
pursuant to a written valuation policy and a consistently applied valuation process utilizing the input of our investment
adviser, independent valuation firms, third party pricing services and the audit committee. Since this process
necessarily involves the use of judgment and the engagement of independent valuation firms, there is no certainty as
to the value of our portfolio investments. Investments for which market quotations are readily available are recorded
in our financial statements at such market quotations if they are deemed to represent fair value. Market quotations may
be deemed not to represent fair value where AIM believes that facts and circumstances applicable to an issuer, a seller
or purchaser or the market for a particular security causes current market quotes not to reflect the fair value of the
security, among other reasons. Examples of these events could include cases in which material events are announced
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after the close of the market on which a security is primarily traded, when a security trades infrequently causing a
quoted purchase or sale price to become stale or in the event of a “fire sale” by a distressed seller.

With respect to investments for which market quotations are not readily available or when such market quotations are
deemed not to represent fair value, our board of directors has approved a multi-step valuation process each quarter, as
described below:

(1) our quarterly valuation process begins with each portfolio company or investment being initially valued by the
investment professionals of our investment adviser responsible for the portfolio investment;

(2) preliminary valuation conclusions are then documented and discussed with senior management of our investment
adviser;
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(3) independent valuation firms are engaged by our board of directors to conduct independent appraisals by reviewing
our investment adviser’s preliminary valuations and then making their own independent assessment;

(4) the audit committee of the board of directors reviews the preliminary valuation of our investment adviser and the
valuation prepared by the independent valuation firm and responds to the valuation recommendation of the
independent valuation firm to reflect any comments; and

(5) the board of directors discusses valuations and determines in good faith the fair value of each investment in our
portfolio based on the input of our investment adviser, the applicable independent valuation firm, third party pricing
services and the audit committee.

In addition, some of our investments provide for PIK interest or dividends. Such amounts of accrued PIK interest or
dividends are added to the cost of the investment on the respective capitalization dates and generally become due at
maturity of the investment or upon the investment being called by the issuer. Upon capitalization, PIK is subject to the
fair value estimates associated with their related investments.

Competition

Our primary competitors in providing financing to middle-market companies include public and private funds,
commercial and investment banks, commercial financing companies, other BDCs or hedge funds, and, to the extent
they provide an alternative form of financing, private equity funds. Some of our existing and potential competitors are
substantially larger and have considerably greater financial, technical and marketing resources than we do. For
example, some competitors may have a lower cost of funds and access to funding sources that are not available to us.
In addition, some of our competitors may have higher risk tolerances or different risk assessments, which could allow
them to consider a wider variety of investments and establish more relationships than us. Furthermore, many of our
competitors are not subject to the regulatory restrictions that the 1940 Act imposes on us as a BDC or the restrictions
that the Code imposes on us as a RIC. We also expect to use the industry information of AGM’s investment
professionals to which we have access to assess investment risks and determine appropriate pricing for our
investments in portfolio companies. In addition, we believe that the relationships of the senior managers of AIM and
those of our affiliates enable us to learn about, and compete effectively for, financing opportunities with attractive
middle-market companies in the industries in which we seek to invest.

Staffing

The Company has no employees. All of the services we utilize are provided by third parties. Our chief financial
officer and chief compliance officer and additional personnel assisting them in such functions are employees of AIA
and perform their respective functions under the terms of the administration agreement with AIA. Certain of our other
executive officers are managing partners of our investment adviser. Our day-to-day investment operations are
managed by our investment adviser, which draws on the broader capabilities of the Opportunistic Credit segment of
AGM’s credit business. In addition, we generally reimburse AIA for our allocable portion of expenses incurred by it in
performing its obligations under the administration agreement, including rent and our allocable portion of the cost of
our chief financial officer, chief compliance officer and corporate secretary and their respective staffs, valuation
services, middle office and internal audit.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 imposes a wide variety of regulatory requirements on publicly-held companies and
their insiders. Many of these requirements affect us. For example:

.Pursuant to Rule 13a-14 under the Securities Exchange Act of 1934 (“the 1934 Act”), our Chief Executive Officer and
Chief Financial Officer must certify the accuracy of the financial statements contained in our periodic reports;
Pursuant to Item 307 of Regulation S-K, our periodic reports must disclose our conclusions about the effectiveness of
our disclosure controls and procedures;

Pursuant to Rule 13a-15 of the 1934 Act, our management must prepare a report regarding its assessment of our
internal control over financial reporting; and

Pursuant to Item 308 of Regulation S-K and Rule 13a-15 of the 1934 Act, our periodic reports must disclose whether
there were significant changes in our internal controls or in other factors that could significantly affect these controls
subsequent to the date of their evaluation, including any corrective actions with regard to material weaknesses.
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The Sarbanes-Oxley Act requires us to review our current policies and procedures to determine whether we comply
with the Sarbanes-Oxley Act and the regulations promulgated thereunder. We will continue to monitor our
compliance with all regulations that are adopted under the Sarbanes-Oxley Act and will take actions necessary to
ensure that we are in compliance therewith.
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You may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE,
Washington, DC 20549, on official business days during the hours of 10:00 am to 3:00 pm. You may obtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
maintains an Internet site that contains reports, proxy and information statements, and other information regarding
issuers that file electronically with the SEC. The address of that site is http://www.sec.gov.

Our internet address is www.apolloic.com. We make available free of charge on our website our annual report on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the SEC. Information contained
on our website is not incorporated by reference into this annual report on Form 10-K, and you should not consider
information contained on our website to be part of this annual report on Form 10-K.

Item 1A. Risk Factors

Investing in Apollo Investment involves a number of significant risks related to our business, structure, investments
and investment in our common stock. As a result, there can be no assurance that we will achieve our investment
objective. You should carefully consider the risks described below, together with all of the other information included
in this report, before you decide whether to invest in Apollo Investment. The risks set forth below are not the only
risks we face. Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial
also may have a material adverse effect on our business, financial condition and/or operating results.

CERTAIN RISKS IN THE CURRENT ENVIRONMENT

Capital markets could experience a period of disruption and instability. Such market conditions have historically and
could again have a material and adverse effect on debt and equity capital markets in the United States and abroad,
which could have a materially negative impact on our business and operations.

Global capital markets have periodically experienced periods of instability as evidenced by the extended disruptions
from 2007 to 2010 in liquidity in the debt capital markets, significant losses in the principal value of investments, the
re-pricing of credit risk in the markets and the failure of certain major financial institutions. Such conditions may
occur for a prolonged period of time. These market conditions have historically and could again have a material
adverse effect on debt and equity capital markets in the United States and Europe, which could have a materially
negative impact on our business, financial condition and results of operations. We and other companies in the
financial services sector may have to access, if available, alternative markets for debt and equity capital. In such
circumstances, equity capital may be difficult to raise because subject to some limited exceptions, as a BDC, we are
generally not able to issue additional shares of our common stock at a price less than net asset value without general
approval by our stockholders, which we currently have, and approval of the specific issuance by our Board. In
addition, our ability to incur indebtedness or issue preferred stock is limited by applicable regulations such that our
asset coverage, as defined in the 1940 Act, must equal at least 200% immediately after each time we incur
indebtedness or issue preferred stock. The debt capital that may be available, if at all, may be at a higher cost and on
less favorable terms and conditions in the future. Any inability to raise capital could have a negative effect on our
business, financial condition and results of operations.

Market conditions may in the future make it difficult to extend the maturity of or refinance our existing indebtedness,
including the final maturity of our senior secured credit facility in May 2016, and any failure to do so could have a
material adverse effect on our business. The illiquidity of our investments may make it difficult for us to sell such
investments if required. As a result, we may realize significantly less than the value at which we have recorded our
investments.

Given the extreme volatility and dislocation that the capital markets have historically experienced, many BDCs have
faced, and may in the future face, a challenging environment in which to raise capital. We may in the future have
difficulty accessing debt and equity capital, and a severe disruption in the global financial markets or deterioration in
credit and financing conditions could have a material adverse effect on our business, financial condition and results of
operations. In addition, significant changes in the capital markets, including the extreme volatility and disruption, have
had, and may in the future have, a negative effect on the valuations of our investments and on the potential for
liquidity events involving our investments. An inability to raise capital, and any required sale of our investments for
liquidity purposes, could have a material adverse impact on our business, financial condition or results of operations.
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AIM does not know how long the financial markets will continue to be affected by these events and cannot predict the
effects of these or similar events in the future on the United States economy and securities markets or on our
investments. AIM monitors developments and seeks to manage our investments in a manner consistent with achieving
our investment objective, but there can be no assurance that it will be successful in doing so; and AIM may not timely
anticipate or manage existing, new or additional risks, contingencies or developments, including regulatory
developments in the current or future market environment.
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We are required to record certain of our assets at fair value, as determined in good faith by our board of directors in
accordance with our valuation policy. As a result, volatility in the capital markets may have a material adverse effect
on our investment valuations and our net asset value, even if we plan to hold investments to maturity.

Uncertainty about the financial stability of the United States and of several countries in the European Union (EU)
could have a significant adverse effect on our business, financial condition and results of operations.

Due to federal budget deficit concerns, S&P downgraded the federal government's credit rating from AAA to AA+ for
the first time in history on August 5, 2011. Further, Moody's and Fitch have warned that they may downgrade the
federal government's credit rating. Further downgrades or warnings by S&P or other rating agencies, and the United
States government's credit and deficit concerns in general, including issues around the federal debt ceiling, could
cause interest rates and borrowing costs to rise, which may negatively impact both the perception of credit risk
associated with our debt portfolio and our ability to access the debt markets on favorable terms. In addition, a
decreased credit rating could create broader financial turmoil and uncertainty, which may weigh heavily on our
financial performance and the value of our common stock.

In 2010, a financial crisis emerged in Europe, triggered by high budget deficits and rising direct and contingent
sovereign debt in Greece, Ireland, Italy, Portugal and Spain, which created concerns about the debt crisis in Europe or
any similar crisis could have a detrimental impact on the global economic recovery, sovereign and non-sovereign debt
in these countries and the financial condition of European financial institutions. Market and economic disruptions
have affected, and may in the future affect, consumer confidence levels and spending, personal bankruptcy rates,
levels of incurrence and default on consumer debt and home prices, among other factors. We cannot assure you that
market disruptions in Europe, including the increased cost of funding for certain governments and financial
institutions, will not impact the global economy, and we cannot assure you that assistance packages will be available,
or if available, be sufficient to stabilize countries and markets in Europe or elsewhere affected by a financial crisis. To
the extent uncertainty regarding any economic recovery in Europe negatively impacts consumer confidence and
consumer credit factors, our business, financial condition and results of operations could be significantly and
adversely affected.

On December 18, 2013, the Federal Reserve announced that it would scale back its bond-buying program, or
quantitative easing, which was designed to stimulate the economy and expand the Federal Reserve's holdings of
long-term securities until key economic indicators, such as the unemployment rate, show signs of improvement. The
Federal Reserve signaled it would reduce its purchases of long-term Treasury bonds and would scale back on its
purchases of mortgage-backed securities. It is unclear what effect, if any, the incremental reduction in the rate of the
Federal Reserve's monthly purchases will have on the value of our investments. However, it is possible that absent
continued quantitative easing by the Federal Reserve, these developments, along with the United States government's
federal debt ceiling issues and the European sovereign debt crisis, could cause interest rates and borrowing costs to
rise, which may negatively impact our ability to access the debt markets on favorable terms.

Risks Associated with Recent Commodity Futures Trading Commission Actions

AIM has claimed relief available under a no-action letter (“Letter 12-40”) issued by the staff of the CFTC. Letter 12-40
relieves AIM from registering with the CFTC as the commodity pool operator (“CPQO”) of AIC, provided that AIC

(i) continues to be regulated by the SEC as a business development company, (ii) allocates no more than a designated
percentage of its liquidation value to futures contracts, certain swap contracts and certain other derivative instruments
that are within the jurisdiction of the Commodity Exchange Act (collectively, “CEA-regulated products™), and (iii) is not
marketed to the public as a commodity pool or as a vehicle for trading in CEA-regulated products. If AIC can no
longer satisfy the conditions of Letter 12-40, AIM could be subject to the CFTC’s CPO registration requirements, and
the disclosure and operations of AIC would need to comply with all applicable regulations governing commodity
pools and CPOs. If AIM were required to register as a CPO, it would also be required to become a member of the
National Futures Association (“NFA”) and be subject to the NFA’s rules and bylaws. Compliance with these additional
registration and regulatory requirements may increase AIM’s operating expenses, which, in turn, could result in AIC’s
investors being charged additional fees.
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The continued uncertainty related to the sustainability and pace of economic recovery in the U.S. and globally could
have a negative impact on our business.

Apollo Investment’s business is directly influenced by the economic cycle, and could be negatively impacted by a
downturn in economic activity in the US as well as globally. Fiscal and monetary actions taken by U.S. and non-U.S.
government and regulatory authorities could have a material adverse impact on our business.

RISKS RELATING TO OUR BUSINESS AND STRUCTURE

We may suffer credit losses.

9
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Investment in small and middle-market companies is highly speculative and involves a high degree of risk of credit
loss. These risks are likely to increase during volatile economic periods, as the U.S. and many other economies have
experienced. See “Risks Related to Our Investments.”

We are dependent upon Apollo Investment Management’s key personnel for our future success and upon their access
to AGM’s investment professionals and partners.

We depend on the diligence, skill and network of business contacts of the senior management of AIM specifically and
AGM generally. Members of our senior management may depart at any time. We also depend, to a significant extent,
on AIM’s access to the investment professionals and partners of AGM and the information and deal flow generated by
the AGM investment professionals in the course of their investment and portfolio management activities. The senior
management of AIM evaluates, negotiates, structures, closes and monitors our investments. Our future success
depends on the continued service of senior members of AGM’s credit platform, including the senior management team
of AIM. The departure of our senior management, any senior managers of AIM, or of a significant number of the
investment professionals or partners of AGM, could have a material adverse effect on our ability to achieve our
investment objective. In addition, we can offer no assurance that AIM will remain our investment adviser or that we
will continue to have access to AGM’s partners and investment professionals or its information and deal flow.

Our financial condition and results of operations depend on our ability to manage future growth effectively.

Our ability to achieve our investment objective depends, in part, on our ability to grow, which depends, in turn, on
AIM’s ability to identify, invest in and monitor companies that meet our investment criteria. Accomplishing this result
on a cost-effective basis is largely a function of AIM’s structuring of the investment process, its ability to provide
competent, attentive and efficient services to us and our access to financing on acceptable terms. The senior
management team of AIM has substantial responsibilities under the investment advisory and management agreement,
and with respect to certain members, in connection with their roles as officers of other AGM funds.

They may also be called upon to provide managerial assistance to our portfolio companies. These demands on their
time may distract them or slow the rate of investment. In order to grow, we and AIM need to hire, train, supervise and
manage new employees. Any failure to manage our future growth effectively could have a material adverse effect on
our business, financial condition and results of operations.

We operate in a highly competitive market for investment opportunities.

A number of entities compete with us to make the types of investments that we make. We compete with public and
private funds, commercial and investment banks, commercial financing companies, other BDCs and, to the extent they
provide an alternative form of financing, private equity funds. Competition for investment opportunities intensifies
from time to time and may intensify further in the future. Some of our existing and potential competitors are
substantially larger and have considerably greater financial, technical and marketing resources than we do. For
example, some competitors may have a lower cost of funds and access to funding sources that are not available to us.
In addition, some of our competitors may have higher risk tolerances or different risk assessments, which could allow
them to consider a wider variety of investments and establish more relationships than us. Furthermore, many of our
competitors are not subject to the regulatory restrictions and valuation requirements that the 1940 Act imposes on us
as a BDC and that the Code imposes on us as a RIC. We cannot assure you that the competitive pressures we face will
not have a material adverse effect on our business, financial condition and results of operations. Also, as a result of
this existing and potentially increasing competition, we may not be able to take advantage of attractive investment
opportunities from time to time, and we can offer no assurance that we will be able to identify and make investments
that are consistent with our investment objective.

We do not seek to compete primarily based on the interest rates we offer, and we believe that some of our competitors
make loans with interest rates that are comparable to or lower than the rates we offer.

We may lose investment opportunities if we do not match our competitors’ pricing, terms and structure. If we match
our competitors’ pricing, terms and structure, we may experience decreased net interest income and increased risk of
credit loss.

Any failure on our part to maintain our status as a BDC would reduce our operating flexibility.

If we do not remain a BDC, we might be regulated as a closed-end investment company under the 1940 Act, which
would subject us to substantially more regulatory restrictions under the 1940 Act and correspondingly decrease our
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We will be subject to corporate-level income tax if we are unable to qualify as a RIC.

To qualify as a RIC under the Code, we must meet certain source-of-income, asset diversification and annual
distribution requirements. The annual distribution requirement for a RIC generally is satisfied if we distribute at least
90% of our “investment company taxable income” (generally, our ordinary income and the excess, if any, of our net
short-term capital gains over our net long-term capital losses), if any, to our stockholders on an annual basis. To the
extent we use debt financing, we are subject to certain asset coverage ratio requirements and other financial covenants
under loan and credit agreements, and could in some circumstances also become subject to such requirements under
the 1940 Act, that could, under certain circumstances, restrict us from making distributions necessary to qualify as a
RIC. If we are unable to obtain cash from other sources, we may fail to qualify as a RIC and, thus, may be subject to
corporate-level income tax. To qualify as a RIC, we must also meet certain asset diversification requirements at the
end of each calendar quarter. Failure to meet these tests may result in our having to dispose of certain investments
quickly in order to prevent the loss of RIC status. Because most of our investments are in private companies, any such
dispositions could be made at disadvantageous prices and may result in substantial losses. If we fail to qualify as a
RIC for any reason and become subject to corporate-level income tax, the resulting corporate-level taxes could
substantially reduce our net assets, the amount of income available for distribution and the amount of our
distributions. Such a failure would have a material adverse effect on us and our stockholders.

To qualify again to be taxed as a RIC in a subsequent year, we would be required to distribute to our stockholders our
earnings and profits attributable to non-RIC years reduced by an interest charge on 50% of such earnings and profits
payable by us to the IRS. In addition, if we failed to qualify as a RIC for a period greater than two taxable years, then
we would be required to elect to recognize and pay tax on any net built-in gain (the excess of aggregate gain,
including items of income, over aggregate loss that would have been realized if we had been liquidated) or,
alternatively, be subject to taxation on such built-in gain recognized for a period of ten years, in order to qualify as a
RIC in a subsequent year.

We may have difficulty paying our required distributions if we recognize income before or without receiving cash
representing such income.

For U.S. federal income tax purposes, we include in income certain amounts that we have not yet received in cash,
such as original issue discount, which may arise if, for example, we receive warrants in connection with the making of
a loan or payment-in-kind interest, which represents contractual interest added to the loan balance and typically due at
the end of the loan term or possibly in other circumstances. Such original issue discount is included in income before
we receive any corresponding cash payments and could be significant relative to our overall investment activities.
Loans structured with these features may represent a higher level of credit risk than loans the interest on which must
be paid in cash at regular intervals. We also may be required to include in income certain other amounts that we do not
receive in cash.

The incentive fee payable by us that relates to our net investment income is computed and paid on income that may
include some interest that has been accrued but not yet received in cash. If a portfolio company defaults on a loan, it is
possible that accrued interest previously used in the calculation of the incentive fee will become uncollectible.
Consequently, while we may make incentive fee payments on income accruals that we may not collect in the future
and with respect to which we do not have a formal clawback right against our investment adviser per se, the amount of
accrued income written off in any period will reduce the income in the period in which such write-off was taken and
thereby reduce such period’s incentive fee payment. For the period between April 1, 2012 and March 31, 2015, the
portion of the incentive fee that is attributable to deferred interest, such as PIK income, will not be paid to AIM until
the Company receives such deferred interest in cash. The accrual of incentive fees shall be reversed if such interest is
reversed in connection with any write-off or similar treatment of the investment.

Since in certain cases we may recognize income before or without receiving cash representing such income, we may
have difficulty meeting the tax requirement to distribute at least 90% of our investment company taxable income to
maintain our status as a RIC. Accordingly, we may have to sell some of our investments at times we would not
consider advantageous, raise additional debt or equity capital or reduce new investment originations in order to meet
distribution and/or leverage requirements.

Regulations governing our operation as a BDC affect our ability to, and the way in which we raise, additional capital.

22



Edgar Filing: APOLLO INVESTMENT CORP - Form 10-K

We may issue debt securities or preferred stock and/or borrow money from banks or other financial institutions, which
we refer to collectively as “senior securities,” up to the maximum amount permitted by the 1940 Act. Under the
provisions of the 1940 Act, we are permitted, as a BDC, to issue senior securities only in amounts such that our asset
coverage, as defined in the 1940 Act, equals at least 200% after each issuance of senior securities. If the value of our
assets declines, we may be unable to maintain asset coverage above the 200% level. If that happens, the contractual
arrangements governing these securities may require us to sell a portion of our investments and, depending on the
nature of our leverage, repay a portion of our indebtedness at a time when such sales may be disadvantageous.
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BDCs may issue and sell common stock at a price below net asset value per share only in limited circumstances, one
of which is during the one-year period after stockholder approval. In the past, our stockholders have approved a plan
so that during the subsequent 12 month period we could, in one or more public or private offerings of our common
stock, sell or otherwise issue shares of our common stock at a price below the then current net asset value per share,
subject to certain conditions including parameters on the level of permissible dilution, approval of the sale by a
majority of our independent directors and a requirement that the sale price be not less than approximately the market
price of the shares of our common stock at specified times, less the expenses of the sale. We may in the future seek to
renew such authority on terms and conditions set forth in the corresponding proxy statement. There is no assurance
such approvals will be obtained.

In the event we sell, or otherwise issue, shares of our common stock at a price below net asset value per share, existing
stockholders will experience net asset value dilution and the investors who acquire shares in such offering may
thereafter experience the same type of dilution from subsequent offerings at a discount. For example, if we sell an
additional 10% of our common shares at a 5% discount from net asset value, a stockholder who does not participate in
that offering for its proportionate interest will suffer net asset value dilution of up to 0.5% or $5 per $1000 of net asset
value.

In addition to issuing securities to raise capital as described above, we may in the future securitize our loans to
generate cash for funding new investments. To securitize loans, we may create a wholly-owned subsidiary, contribute
a pool of loans to the subsidiary and have the subsidiary issue primarily investment grade debt securities to purchasers
who we would expect would be willing to accept a substantially lower interest rate than the loans earn. We would
retain all or a portion of the equity in the securitized pool of loans. Our retained equity would be exposed to any losses
on the portfolio of loans before any of the debt securities would be exposed to such losses. An inability to successfully
securitize our loan portfolio could limit our ability to grow our business and fully execute our business strategy and
adversely affect our earnings, if any. Moreover, the successful securitization of our loan portfolio might expose us to
losses as the residual loans in which we do not sell interests will tend to be those that are riskier and more apt to
generate losses.

We currently use borrowed funds to make investments and are exposed to the typical risks associated with leverage.
We are exposed to increased risk of loss due to our use of debt to make investments. A decrease in the value of our
investments will have a greater negative impact on the value of our common stock than if we did not use debt. Our
ability to pay dividends will be restricted if we fail to satisfy certain of our asset coverage ratios and other financial
covenants and any amounts that we use to service our indebtedness are not available for dividends to our common
stockholders.

The agreements governing certain of our debt instruments require us to comply with certain financial and operational
covenants. These covenants require us to, among other things, maintain certain financial ratios, including asset
coverage and minimum stockholders’ equity. As of March 31, 2014, we were in compliance with these covenants.
However, our continued compliance with these covenants depends on many factors, some of which are beyond our
control. In the event of deterioration in the capital markets and pricing levels subsequent to this period, net unrealized
loss in our portfolio may increase in the future. Absent an amendment to our revolving credit facility, continued
unrealized loss in our investment portfolio could result in non-compliance with certain covenants.

Accordingly, there are no assurances that we will continue to comply with these covenants. Failure to comply with
these covenants would result in a default which, if we were unable to obtain a waiver from the debt holders, could
accelerate repayment under the instruments and thereby have a material adverse impact on our liquidity, financial
condition, results of operations and ability to pay dividends.

Our current and future debt securities are and may be governed by an indenture or other instrument containing
covenants restricting our operating flexibility. We, and indirectly our stockholders, bear the cost of issuing and
servicing such securities. Our currently outstanding convertible securities have, and any convertible or exchangeable
securities that we issue in the future may have rights, preferences and privileges more favorable than those of our
common stock.

We fund a portion of our investments with borrowed money, which magnifies the potential for gain or loss on
amounts invested and may increase the risk of investing in us.
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Borrowings and other types of financing, also known as leverage, magnify the potential for gain or loss on amounts
invested and, therefore, increase the risks associated with investing in our securities. Our lenders and debt holders
have fixed dollar claims on our assets that are superior to the claims of our common stockholders or any preferred
stockholders. If the value of our assets increases, then leveraging would cause the net asset value to increase more
sharply than it would have had we not leveraged. Conversely, if the value of our assets decreases, leveraging would
cause net asset value to decline more sharply than it otherwise would have had we not leveraged. Similarly, any
increase in our income in excess of consolidated interest payable on the borrowed funds would cause our net income
to increase more than it would without the leverage, while any decrease in our income would

12

25



Edgar Filing: APOLLO INVESTMENT CORP - Form 10-K

Table of Contents

cause net income to decline more sharply than it would have had we not borrowed. Such a decline could negatively
affect our ability to make common stock dividend payments. Leverage is generally considered a speculative
investment technique.

We may in the future determine to fund a portion of our investments with preferred stock, which would magnify the
potential for gain or loss and the risks of investing in us in the same way as our borrowings.

Preferred stock, which is another form of leverage, has the same risks to our common stockholders as borrowings
because the dividends on any preferred stock we issue must be cumulative. Payment of such dividends and repayment
of the liquidation preference of such preferred stock must take preference over any dividends or other payments to our
common stockholders, and preferred stockholders are not subject to any of our expenses or losses and are not entitled
to participate in any income or appreciation in excess of their stated preference.

Changes in interest rates may affect our cost of capital and net investment income.

Because we borrow money, and may issue preferred stock to finance investments, our net investment income will
depend, in part, upon the difference between the rate at which we borrow funds or pay dividends on preferred stock
and the rate at which we invest these funds. As a result, we can offer no assurance that a significant change in market
interest rates will not have a material adverse effect on our net investment income. In periods of rising interest rates,
our cost of funds would increase except to the extent we have issued fixed rate debt or preferred stock, which could
reduce our net investment income. Our long-term fixed-rate investments are financed primarily with equity and
long-term debt. We may use interest rate risk management techniques in an effort to limit our exposure to interest rate
fluctuations. Such techniques may include various interest rate hedging activities to the extent permitted by the 1940
Act and applicable commodities laws. Interest rate hedging activities do not protect against credit risk. We have
analyzed the potential impact of changes in interest rates on interest income net of interest expense. Assuming no
changes to our balance sheet as of March 31, 2014, a hypothetical one percent increase in London Interbank Offered
Rate (LIBOR) on our floating rate assets and liabilities would decrease our earnings by approximately two cents per
average share over the next twelve months. Assuming no changes to our balance sheet as of March 31, 2014, a
hypothetical two percent increase in LIBOR on our floating rate assets and liabilities would increase our earnings by
three cents per average share over the next twelve months. Assuming no changes to our balance sheet as of March 31,
2014, a hypothetical three percent increase in LIBOR on our floating rate assets and liabilities would increase our
earnings by approximately five cents per average share over the next twelve months. In addition, we believe that our
interest rate matching strategy and our ability to hedge mitigates the effects any changes in interest rates may have on
our investment income. Although management believes that this is indicative of our sensitivity to interest rate
changes, it does not adjust for potential changes in credit quality, size and composition of the assets on the balance
sheet and other business developments that could affect net increase or decrease in net assets resulting from
operations, or net income. Accordingly, no assurances can be given that actual results would not differ materially from
the potential outcome simulated by this estimate.

A portion of our floating rate investments may include features such as LIBOR floors. To the extent we invest in
credit instruments with LIBOR floors, we may lose some of the benefits of incurring leverage. Specifically, if we
issue preferred stock or debt (or otherwise borrow money), our costs of leverage will increase as rates increase.
However, we may not benefit from the higher coupon payments resulting from increased interest rates if our
investments in LIBOR floors and rates do not rise to levels above the LIBOR floors. In this situation, we will
experience increased financing costs without the benefit of receiving higher income. This in turn may result in the
potential for a decrease in the level of income available for dividends or distributions made by us.

You should also be aware that a change in the general level of interest rates can be expected to lead to a change in the
interest rates we receive on many of our debt investments. Accordingly, a change in interest rates could make it easier
for us to meet or exceed the performance threshold and may result in a substantial increase in the amount of incentive
fees payable to our investment adviser with respect to pre-incentive fee net investment income.

Our business requires a substantial amount of capital to grow because we must distribute most of our income.

Our business requires a substantial amount of capital. We have issued equity securities and have borrowed from
financial institutions. A reduction in the availability of new capital could limit our ability to grow. We must distribute
at least 90% of our investment company taxable income to maintain our regulated investment company status. As a
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result, any such cash earnings may not be available to fund investment originations. We expect to continue to borrow
from financial institutions and issue additional debt and equity securities. If we fail to obtain funds from such sources
or from other sources to fund our investments, it could limit our ability to grow, which may have an adverse effect on
the value of our securities. In addition, as a BDC, our ability to borrow or issue additional preferred stock may be
restricted if our total assets are less than 200% of our total borrowings and preferred stock.
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Many of our portfolio investments are recorded at fair value as determined in good faith by or under the direction of
our board of directors and, as a result, there is uncertainty as to the value of our portfolio investments.

A large percentage of our portfolio investments are not publicly traded. The fair value of these investments may not be
readily determinable. We value these investments quarterly at fair value (based on ASC 820, its corresponding
guidance and the principal markets in which these investments trade) as determined in good faith by or under the
direction of our board of directors pursuant to a written valuation policy and a consistently applied valuation process
utilizing the input of our investment adviser, independent valuation firms, third party pricing services and the audit
committee. Our board of directors utilizes the services of independent valuation firms to aid it in determining the fair
value of these investments. The types of factors that may be considered in fair value pricing of these investments
include the nature and realizable value of any collateral, the portfolio company’s ability to make payments and its
earnings, the markets in which the portfolio company does business, comparison to more liquid securities, indices and
other market-related inputs, discounted cash flow, our principal market and other relevant factors. For these securities
for which a quote is either not readily available or deemed not to represent fair value, we utilize independent valuation
firms to assist with valuation of these level 3 investments. Because such valuations, and particularly valuations of
private securities and private companies, are inherently uncertain, may fluctuate over short periods of time and may be
based on estimates, our determinations of fair value may differ materially from the values that would have been used
if a readily available market for these investments existed and may differ materially from the amounts we realize on
any disposition of such investments. Our net asset value could be adversely affected if our determinations regarding
the fair value of these investments were materially higher than the values that we ultimately realize upon the disposal
of such investments.

In addition, decreases in the market values or fair values of our investments are recorded as unrealized loss.
Unprecedented declines in prices and liquidity in the corporate debt markets have resulted in significant net unrealized
loss in our portfolio in the past. The effect of all of these factors on our portfolio has reduced our NAV by increasing
net unrealized loss in our portfolio. Depending on market conditions, we could incur substantial realized losses and
may continue to suffer additional unrealized losses in future periods, which could have a material adverse impact on
our business, financial condition and results of operations.

The lack of liquidity in our investments may adversely affect our business.

We generally make investments in private companies. Substantially all of these securities are subject to legal and
other restrictions on resale or are otherwise less liquid than publicly traded securities. The illiquidity of our
investments may make it difficult for us to sell such investments if the need arises. In addition, if we are required to
liquidate all or a portion of our portfolio quickly, we may realize significantly less than the value at which we have
previously recorded our investments. In addition, we may face other restrictions on our ability to liquidate an
investment in a portfolio company to the extent that we or an affiliated manager of AGM has material non-public
information regarding such portfolio company.

We may experience fluctuations in our periodic results.

We could experience fluctuations in our periodic operating results due to a number of factors, including the interest
rates payable on the debt securities we acquire, the default rate on such securities, the level of our expenses (including
the interest rates payable on our borrowings), the dividend rates on preferred stock we issue, variations in and the
timing of the recognition of realized and unrealized gains or losses, the degree to which we encounter competition in
our markets and general economic conditions. As a result of these factors, results for any period should not be relied
upon as being indicative of performance in future periods.

Our ability to enter into transactions with our affiliates is restricted.

We are prohibited under the 1940 Act from knowingly participating in certain transactions with certain of our
affiliates without the prior approval of our independent directors and, in some cases, of the SEC. Any person that
owns, directly or indirectly, 5% or more of our outstanding voting securities will be our affiliate for purposes of the
1940 Act and we are generally prohibited from buying or selling any security (other than our securities) from or to
such affiliate, absent the prior approval of our independent directors. The 1940 Act also prohibits certain *“joint”
transactions with certain of our affiliates, which could include investments in the same portfolio company (whether at
the same or different times), without prior approval of our independent directors and, in some cases, of the SEC. We
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are prohibited from buying or selling any security from or to any person who owns more than 25% of our voting
securities or certain of that person’s affiliates, or entering into prohibited joint transactions with such persons, absent
the prior approval of the SEC through an exemptive order (other than in certain limited situations pursuant to current
regulatory guidance). The analysis of whether a particular transaction constitutes a joint transaction requires a review
of the relevant facts and circumstances then existing. Similar restrictions limit our ability to transact business with our
officers or directors or their affiliates.

We have applied for an exemptive order from the SEC that would permit us and certain of our affiliates, including
investment funds managed by our affiliates, to co-invest. Any such order will be subject to certain terms and
conditions and there can be no assurance that such order will be granted by the SEC. Accordingly, we cannot assure
you that we or our affiliates, including
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investment funds managed by our affiliates, will be permitted to co-invest, other than in the limited circumstances
currently permitted by regulatory guidance or in the absence of a joint transaction.

There are significant potential conflicts of interest which could adversely affect our investment returns.

Allocation of Personnel

Potential investment opportunities are generally approved by an investment committee composed of senior personnel
across AGM including Mr. Zelter and Mr. Goldthorpe. Our executive officers and directors, and the partners of our
investment adviser, AIM, serve or may serve as officers, directors or principals of entities that operate in the same or a
related line of business as we do or of investment funds managed by our affiliates. Accordingly, they may have
obligations to investors in those entities, the fulfillment of which might not be in the best interests of us or our
stockholders. Moreover, we note that, notwithstanding the difference in principal investment objectives between us
and other AGM funds, such other AGM sponsored funds, including new affiliated potential pooled investment
vehicles or managed accounts not yet established (whether managed or sponsored by AGM or AIM itself), have and
may from time to time have overlapping investment objectives with us and, accordingly, invest in, whether principally
or secondarily, asset classes similar to those targeted by us. To the extent such other investment vehicles have
overlapping investment objectives, the scope of opportunities otherwise available to us may be adversely affected
and/or reduced. As a result, certain partners of AIM may face conflicts in their time management and commitments as
well as in the allocation of investment opportunities to other AGM funds. In addition, in the event such investment
opportunities are allocated among us and other investment vehicles managed or sponsored by, or affiliated with, AIM
our desired investment portfolio may be adversely affected. Although AIM endeavors to allocate investment
opportunities in a fair and equitable manner, it is possible that we may not be given the opportunity to participate in
certain investments made by investment funds managed by AIM or investment managers affiliated with AIM.

No Information Barriers

There are no information barriers amongst AGM and certain of its affiliates. If AIM were to receive material
non-public information about a particular company, or have an interest in investing in a particular company, AGM or
certain of its affiliates may be prevented from investing in such company. Conversely, if AGM or certain of its
affiliates were to receive material non-public information about a particular company, or have an interest in investing
in a particular company, we may be prevented from investing in such company.

This risk may affect us more than it does other investment vehicles, as AIM generally does not use information
barriers that many firms implement to separate persons who make investment decisions from others who might
possess material, non-public information that could influence such decisions. AIM’s decision not to implement these
barriers could prevent its investment professionals from undertaking certain transactions such as advantageous
investments or dispositions that would be permissible for them otherwise. In addition, AIM could in the future decide
to establish information barriers, particularly as its business expands and diversifies.

Co-Investment Activity and Allocation of Investment Opportunities

AGM and its affiliated investment managers, including AIM, may determine that an investment is appropriate both for
us and for one or more other funds. In such event, depending on the availability of such investment and other
appropriate factors, AIM may determine that we should invest on a side-by-side basis with one or more other funds.
We may make all such investments subject to compliance with applicable regulations and interpretations, and our
allocation procedures. In certain circumstances negotiated co-investments may be made only if we receive an order
from the SEC permitting us to do so. There can be no assurance that any such order will be obtained.

AGM has adopted allocation procedures that are intended to ensure that each fund or account managed by AGM or
certain of its affiliates (“Apollo-advised funds”) is treated in a manner that, over time, is fair and equitable. Allocations
generally are made pro rata based on order size. In certain circumstances, the allocation policy provides for the
allocation of investments pursuant to a predefined arrangement that is other than pro rata. As a result, in situations
where a security is appropriate for us but is limited in availability, we may receive a lower allocation than may be
desired by our portfolio managers or no allocation if it is determined that the investment is more appropriate for a
different Apollo-advised fund because of its investment mandate. Investment opportunities may be allocated on a
basis other than pro rata to the extent it is done in good faith and does not, or is not reasonably expected to, result in an
improper disadvantage or advantage to one participating Apollo-advised fund as compared to another participating
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Apollo-advised fund.

In the event investment opportunities are allocated among us and other Apollo-advised funds, we may not be able to
structure our investment portfolio in the manner desired. Although AGM endeavors to allocate investment
opportunities in a fair and equitable manner, it is possible that we may not be given the opportunity to participate in
certain investments made by other Apollo-advised
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funds or portfolio managers affiliated with AIM. Furthermore, we and the other Apollo-advised funds may make
investments in securities where the prevailing trading activity may make impossible the receipt of the same price or
execution on the entire volume of securities purchased or sold by us and such other Apollo-advised funds. When this
occurs, the various prices may be averaged, and we will be charged or credited with the average price. Thus, the effect
of the aggregation may operate on some occasions to our disadvantage. In addition, under certain circumstances, we
may not be charged the same commission or commission equivalent rates in connection with a bunched or aggregated
order.

It is possible that other Apollo-advised funds may make investments in the same or similar securities at different times
and on different terms than we do. From time to time, we and the other Apollo-advised funds may make investments
at different levels of an issuer’s capital structure or otherwise in different classes of an issuer’s securities. Such
investments may inherently give rise to conflicts of interest or perceived conflicts of interest between or among the
various classes of securities that may be held by such entities. Conflicts may also arise because portfolio decisions
regarding us may benefit such other Apollo-advised funds. For example, the sale of a long position or establishment of
a short position by us may impair the price of the same security sold short by (and therefore benefit) one or more
Apollo-advised funds, and the purchase of a security or covering of a short position in a security by us may increase
the price of the same security held by (and therefore benefit) one or more Apollo-advised funds. In these
circumstances AIM and its affiliates will seek to resolve each conflict in a manner that is fair to the various clients
involved in light of the totality of the circumstances. In some cases the resolution may not be in our best interests.
AGM and its clients may pursue or enforce rights with respect to an issuer in which we have invested, and those
activities may have an adverse effect on us. As a result, prices, availability, liquidity and terms of our investments may
be negatively impacted by the activities of AGM or its clients, and transactions for us may be impaired or effected at
prices or terms that may be less favorable than would otherwise have been the case.

Fees and Expenses

In the course of our investing activities, we pay management and incentive fees to AIM, and reimburse AIM for
certain expenses it incurs. As a result, investors in our common stock invest on a “gross” basis and receive distributions
on a “net” basis after expenses, resulting in, among other things, a lower rate of return than one might achieve through
direct investments. As a result of this arrangement, there may be times when the management team of AIM has
interests that differ from those of our common stockholders, giving rise to a conflict.

AIM receives a quarterly incentive fee based, in part, on our pre-incentive fee income, if any, for the immediately
preceding calendar quarter. This incentive fee will not be payable to AIM unless the pre-incentive net investment
income exceeds the performance threshold. To the extent we or AIM are able to exert influence over our portfolio
companies, the quarterly pre-incentive fee may provide AIM with an incentive to induce our portfolio companies to
prepay interest or other obligations in certain circumstances.

Allocation of Expenses

We have entered into a royalty-free license agreement with AGM, pursuant to which AGM has agreed to grant us a
non-exclusive license to use the name “Apollo.” Under the license agreement, we have the right to use the “Apollo” name
for so long as AIM or one of its affiliates remains our investment adviser. In addition, we rent office space from AIA,
an affiliate of AIM, and pay AIA our allocable portion of overhead and other expenses incurred by AIA in performing
its obligations under the administration agreement, including our allocable portion of the cost of our Chief Financial
Officer and Chief Compliance Officer and their respective staffs, which can create conflicts of interest that our board
of directors must monitor.

In the past following periods of volatility in the market price of a company’s securities, securities class action litigation
has, from time to time, been brought against that company.

If our stock price fluctuates significantly, we may be the target of securities litigation in the future. Securities litigation
could result in substantial costs and divert management’s attention and resources from our business.

Changes in the laws or regulations governing our business or the businesses of our portfolio companies and any
failure by us or our portfolio companies to comply with these laws or regulations, could negatively affect the
profitability of our operations or of our portfolio companies.
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We are subject to changing rules and regulations of federal and state governments, as well as the stock exchange on
which our common stock is listed. These entities, including the Public Company Accounting Oversight Board, the
SEC and The NASDAQ Global Select Market, have issued a significant number of new and increasingly complex

requirements and regulations over the course of the last several years and continue to develop additional regulations.

In particular, changes in the laws or regulations or the interpretations of the laws and regulations that govern BDCs,
RICs or non-depository commercial lenders could significantly
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affect our operations and our cost of doing business. We are subject to federal, state and local laws and regulations and
are subject to judicial and administrative decisions that affect our operations, including our loan originations,
maximum interest rates, fees and other charges, disclosures to portfolio companies, the terms of secured transactions,
collection and foreclosure procedures and other trade practices. If these laws, regulations or decisions change, or if we
expand our business into jurisdictions that have adopted more stringent requirements than those in which we currently
conduct business, we may have to incur significant expenses in order to comply, or we might have to restrict our
operations. In addition, if we do not comply with applicable laws, regulations and decisions, we may lose licenses
needed for the conduct of our business and be subject to civil fines and criminal penalties, any of which could have a
material adverse effect upon our business, financial condition and results of operations.

Provisions of the Maryland General Corporation Law and of our charter and bylaws could deter takeover attempts and
have an adverse impact on the price of our common stock.

The Maryland General Corporation Law, our charter and our bylaws contain provisions that may discourage, delay or
make more difficult a change in control of us or the removal of our directors. We are subject to the Maryland Business
Combination Act, subject to any applicable requirements of the 1940 Act. Our board of directors has adopted a
resolution exempting from the Business Combination Act any business combination between us and any other person,
subject to prior approval of such business combination by our board of directors, including approval by a majority of
our disinterested directors. If the resolution exempting business combinations is repealed or our board of directors
does not approve a business combination, the Business Combination Act may discourage third parties from trying to
acquire control of us and increase the difficulty of consummating such an offer. Our bylaws exempt from the
Maryland Control Share Acquisition Act acquisitions of our common stock by any person. If we amend our bylaws to
repeal the exemption from the Control Share Acquisition Act, the Control Share Acquisition Act also may make it
more difficult for a third party to obtain control of us and increase the difficulty of consummating such an offer. We
intend to give the SEC prior notice should our board of directors elect to amend our bylaws to repeal the exemption
from the Control Share Acquisition Act.

We have also adopted other measures that may make it difficult for a third party to obtain control of us, including
provisions of our charter classifying our board of directors in three classes serving staggered three-year terms, and
provisions of our charter authorizing our board of directors to classify or reclassify shares of our stock in one or more
classes or series, to cause the issuance of additional shares of our stock, and to amend our charter, without stockholder
approval, to increase or decrease the number of shares of stock that we have authority to issue. These provisions, as
well as other provisions of our charter and bylaws, may delay, defer or prevent a transaction or a change in control
that might otherwise be in the best interests of our stockholders.

We may choose to pay dividends in our own common stock, in which case you may be required to pay federal income
taxes in excess of the cash dividends you receive.

We may distribute taxable dividends that are payable in cash and shares of our common stock at the election of each
stockholder. The Internal Revenue Service has issued private letter rulings on cash/stock dividends paid by RICs and
real estate investment trusts where the cash component is limited to 20% of the total distribution if certain
requirements are satisfied. Stockholders receiving such dividends will be required to include the full amount of the
dividend (including the portion payable in stock) as ordinary income (or, in certain circumstances, long-term capital
gain) to the extent of our current and accumulated earnings and profits for federal income tax purposes. As a result,
stockholders may be required to pay income taxes with respect to such dividends in excess of the cash dividends
received. If a U.S. stockholder sells the common stock that it receives as a dividend in order to pay this tax, the sales
proceeds may be less than the amount included in income with respect to the dividend, depending on the market price
of our common stock at the time of the sale. Furthermore, with respect to non-U.S. stockholders, we may be required
to withhold U.S. tax with respect to such dividends, including in respect of all or a portion of such dividend that is
payable in common stock. In addition, if a significant number of our stockholders determine to sell shares of our
common stock in order to pay taxes owed on dividends, it may put downward pressure on the trading price of our
common stock. It is unclear whether and to what extent we will be able to pay taxable dividends in cash and common
stock (whether pursuant to a private letter ruling or otherwise).
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